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Appeal of Citadel Industries, Inc.)
successor in -interest to
KLCO Products Inco7orated-!!1_._-----_-

Alto’s h e a d  off ices vere in Netr York, as was its
l_ocomotive rimtxtf acturin~ plant o Other maxuf acturing  plants
were located in other sta.tes, althoqh none were in
California. Alto ,also maintained three repair parts trare’nouses,
one of whic’r was in Los Angeles, California.

Aico had sales offices in Lkhenecta.dy,  New York;
Chicago, Illinois; and San Fr2ncisco,  California. One sales
representative was assigned to t’he S2n 3rancisco  office. His
territory included Arizona, Oregon 2nd kF2shington. He was
paid a salary rather than sales commissions, and he also
participated  in annual incentive awards ba.sed upon total company
business. In 1957 his salary was approximately  $98,000. This.
California sales representative was continually in contact with- .nr-railroads in the l:estern  pert of the United States, ir,formL;;
them of uroposals for uFgradin2 existing locomotives and
introducing new models developed  by Alto. .These frecuent
‘contacts also enabled ‘him to ;<eep current trit’n the railroads’
needs for repair and replacement parts,
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?During -ihe years in quest ion  the Sout’cern Pacific
Company directed three separate  irquiries to Li_cols
SCan~3’rancisco office concerning the -ourchase  of a tGt2l of
30 new locomotives o In zccordance 15th its usual procedure
in negotiating locomotive sales in this state, ,li,lcols
Z&n Francisco  representztlve notified its Chica: office of
these inquiries 9 m,d c3icz~o  then notified Alto’s general
o f f i c e s in Xew York. E~on advice from the Ke?r York office,
propositions for the locomotives were prepared in the Chicago
office and were for?.iarded to Alto’s sales representative  in
Czlifornia,  who presented  them to Southern Yacific. Further
questions ~ihic’h $outhern Pacific had concerning details of
the proposed purcl;lases l:ere directed to the San Fra_ncisco
o f f i c e , and the Califo  rnia sales representative forwarded them
to the Illinois office xM.ch: in .turn, informed him cf tne
answers to be give2 to Southern Facilic.

Alto ’ s engineering dep2rtment in Kel:r York crep 2red
the specifications for the locomotives. Southern Pscific l s
purchase ord ers lrere i’ssued in California axd ‘were for>;arded
by the San ?‘r2ncisco office to Alto’s headquarters in Ne7r York
lr‘nere they were formally accepted. The locomotives  were
manufactured in Nerq Yor): and delivered to Southern Pacific in
California during 1959 e Alto billed Southern Pacific from
NeTr York 23d received n 2ymesnt there o Sout’nern Pacific arranged

fi:zaci;qg  f o p  “1 i L‘pie -ou:-ch2~es jnAA Sew York.

52om time to time o-,erating and. nurchasing  o f f i c i a l s
o f s ou the 1-n Paci f ic  v is ited AlcoT s me_nufac?xr?ng ;?le.nt in
?rew, York to view the pro&ction  processes. on Sue L’, 1959,



XeSuiatior; 252101, titie 18, CaZlfornia  kdxinistrative
&de, provides:

The out or;” st;?te ~~ctivities  relj_ed 1173027~ by ~gpell~~-i
in support of its position 2Lre "Lhe folloxing: fomal acceptanca
Of the Contracts,, draT7ing of the s_necif‘ications  s n!a.IXfacture
of the locomotives, billing az?d receipt of proceeds of sales,
visits by Southeri? ;;?acific persoxml to LLco * s r2.aXIfacturing
p12&2t, zld atte:cjdaLqce of Te2?esextatives  of both K!_co sxd
Southeyn Pacific at co~~ve~t~o~s~ _ri,pelI!_s~~t ~9.~0 .poi.nts to the
coz~lexity of its -r,ro!uct, i.e., the loconotive, the xork a3d
detail involved in- se1lin~ it, 2.12~  tha frz,c-t tha? duri.3g
production it iS S'ubjeCt to nuxerous EIOdifiCstiOnS.
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Ye sustained :resuondentls action in treating as C:,lii’ornia sales
al.1 sales to &G_forr:ia  custoners  e



Alto ProdL~cts, XncoI~l:!or:~.-tec:-. -II- --L--A..---

‘I.:e’ cannot  fi.nd that respondent has abused i t s  discx;etion .
in this case.

Pursuxlt to the views expressed  in the o_oinion of
the board on file in this proceeding,  m.d good cause agearinz
therefor  9 .

IT )-_J p_T.;i<;;E?_T 0233xga j fli)JTJ?Jcj;g n!JD D;;Czxx:j  s p~p~~2rLt
to sect ion 25667 of the Revenue  aild T a x a t i o n  Co,de, tha.5 the
action o f  the %~‘,ulch~~se Tax Soard on the protests of Citadel
Irldustries,  hC. 5
Incorporated.)

successoT in interest to A!.co Produ&ts,
agZi.ilSt  proposed assessments o f  additioml.

franchise tax in the mounts of
income years

:iQ9.‘!-9 aid <;2,OSk.61;-  for t h e
1958 and 19595 respectively, be and the sate is

hereby sustained,

Done at
Of June ) 1955, by ‘;he stp&

, Merabel:

- , Kember
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